\\\\\W///// |

/////

2
O
e~

Puerto Rico Health
Reform and Fiscal Impact

Mr. Fernando Batlle

Executive Vice President - Financing and Treasury

Health and Insurance Conference 2009

Panel: PR Health Reform and its Social and Fiscal Impact
March 25, 2009

GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO



Safeguarding and Improving our Credit
Rating is Key for the Long-Term
Reconstruction of Puerto Rico
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Government revenues are expected to
GDB decline, which requires to place strict
controls on expenses

Total Net Revenues to General Fund*
($ millions)
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%  __.---"
GR: & ___-- $8,862
_C_‘,\ —————— $8,541 -8%
——————— $8,306 $8,253 “--_. @

—————— $7,842 37,985 SRR
$7,454 .$7’600 $7,411
FYO2 ~ FY03  FYo4  FY05  FYO6  FYO7  FYO8  FYO9E*, FY10E*

Revenue base back at
2002 levels

Source: PR Treasury Department.

* Estimates for FY 2009 are preliminary and subject to change. Forecast for 2010 does not include effects from the different stimulus plans or any
other effect coming from the fiscal adjustment. Estimates for 2010 do not take into account the latest modification to the SUT. In other words, these 2
are GF net revenues with SUT of 5.5%.
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= Health Care is one of the largest
GDB components of General Fund expenses

I\

Distribution of the General Fund Budget F09

($ millions)
$3,434
36%
$1,697 $1,559 $1,897
e 16% $843 ARD

10% |

Education Public Safety Health Central Govt. Other*

Source: Commonwealth of Puerto Rico Official Statement, Sept-05-2008.
*Includes: Economic Development, debt service, Housing, Transportation, Contribution to Municipalities, Special pension 3

contributions and other appropriations.




Public health care expenses remain among
the highest in the Nation and above other
States with comparable level of Population

Public Health Care Expenses as % of Gross State Product as of 2006

_ _ 3.2% 3.3%
States with Population Level Comparable 2 9%
to Puerto Rico
US 1.8%
> 1.5% 1.5%
Average
Oregon California New York Louisiana Puerto Rico* Mississippi Alabama United States

Total

Source: Bureau of Census.
* Includes budget expenses for Health Department, ASSES, ASSMCA, ASSEM. Public health care divided by GDP.
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Health costs over-runs are estimated

GDB to be a sizable portion of the actual
deficit
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Estimated Deficit FO9 Health Agency

$ millions

$300-$400 E Public Health Plan (ASSES)
$30 Health Department
$330-$430 E Estimated Health Related
Deficits in General Fund
('10% - 130/5‘; Estimated % of Total
N / General Fund Deficit FO9
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Source: ASSES (Administracion de Servicios de Salud de Puerto Rico) and PR Health Department.
* Figures are estimated and subject to revision and changes.
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—— Reducing expenses in Public Health

GDB programs is a among the top measures to
fight fiscal deficits in the U.S.

Number of States by Fiscal Measures being taken to Reduce Deficits

More than 50% of states are reducing
Public Health Expenses

Employee Payroll  Adjustments to Expense Expense Programs for the  Temporary and
Reduction Income & Reduction in Public Reduction in K-12 elderlyand  Permanent Income

Expenses in Public  Health Pgms. Education disabled: Measures
Universities
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A health reform that is fiscally sound is
critical for the sustainability of the health care
system in PR and it will be consistent with
overall reconstruction guidelines for PR

GDB

A Health Care Reform should include fiscally sound elements

* Fiscal controls in Health agencies and Public Corporations
« Cap expenditures to a specific percentage of General Fund
» Take expense and income related measures

» Develop and implement a multi-year plan

« Access economic and financial analysis expertise at GDB
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